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[The following article by Stephen T. De Mott is reprinted with the permission of Noticias Aliadas
in Lima, Peru. It first appeared in the May 21, 2001, edition of the weekly publication Latinamerica
Press.]
In March, tens of thousands of campesinos took to the streets of Asuncion, Paraguay, demanding
credit for small and medium-size farmers and price guarantees for cotton (see NotiSur, 2001-03-23).
Leaders of the country's Federacion Nacional Campesina (FNC) denounced deteriorating
socioeconomic conditions in rural areas and demanded that the government also provide
technological improvements in cotton processing "to break the dependency on international
markets." The difficult situation of Paraguay's rural families is echoed across Latin America and the
Caribbean.
Despite decades of development projects, massive assistance programs, agrarian reform, credit
plans, rural cooperatives, and the work of thousands of nongovernmental organizations, rural
poverty has increased between 10% and 20% in the last three years in several countries in the
region, according to the International Fund for Agricultural Development (IFAD).
More than 90 million Latin American and Caribbean campesinos currently live below the poverty
line, while 47 million live in extreme poverty, the IFAD reported. While the region's rural population
dropped steadily between 1980 and 1997, from 122 million to 111 million, the proportion of poor and
indigent rural residents remained constant for most of that time, increasing toward the end of the
1990s.
"Agrarian reform in the 1970s followed by two decades of changes managed to reduce the sharp
polarization regarding the issue of land ownership, but polarization is re-emerging because of
investments and technological improvements," said sociologist Fernando Eguren, president of the
Centro Peruano de Estudios Sociales (CEPES).

Limited access to credit plagues rural areas
In El Salvador in 1995, lack of access to credit kept poor families from taking advantage of a lucrative
market for honeydew melons. Although net income from the cultivation of melons for export was 20
times that of traditionally cultivated corn, campesinos could not afford the per-hectare production
costs, which were six times higher. "
If poor households do not have access to credit, they are excluded from transiting to more
remunerative crops and the poverty cycle is perpetrated," Martine Dirven wrote in a study
conducted by the Economic Commission for Latin America and the Caribbean (ECLAC). "A fair
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number of case studies identified credit above know-how, technology, and market access as the
main bottleneck restricting the expansion of nontraditional crops," said Dirven.
Throughout Latin America, access to credit has been low in rural areas. Since the mid-1980s, the
disappearance of agricultural-development banks and special credit lines, because of marketoriented policies and the high level of indebtedness of many farmers, has led to a sharp drop in total
loans to farm families in most countries. Although some politicians, such as those in Peru's current
presidential campaign, continue to promise low- interest loans for farmers, many experts consider
such credit an unacceptable risk.
"Development banks have never produced satisfactory results," said Fernando Lucano,
representative of the Latin American Challenge Investment Fund. "Low-interest loans just don't
cover the cost of providing good credit." But credit restrictions are hardly the only problem. The lack
of education and know-how has also done much to keep campesinos mired in poverty. Although
school enrollment has improved substantially in Latin America, rural education lags well behind
urban education in both quantity and quality, says ECLAC.
Studies have shown that a good command of the four basic mathematical operations is needed
to correctly apply agricultural inputs and deal with merchants. This usually requires six years of
schooling. ECLAC figures show that rural residents between ages 20 and 24 have an average of more
than six years of schooling in Chile, where the average is 8.8 years, as well as Panama, Costa Rica,
Venezuela, and Colombia, but less in Honduras and Brazil, where the average is 4.2 years. Their
parents' educational level was consistently below six years.
Development programs, says Dirven, "tend to be discussed with and then transferred to the head
of the farm household, who, in educational terms, is usually the least apt to understand all the
implications and, in attitudinal terms, often the least willing to change." She recommends that
development workers and others seeking to transfer technology attempt to direct their message
to the entire household, especially its younger members, even though this may go against local
customs. But the difficulty with that strategy is that campesino youth are disinclined to stay at home.
Lack of land and job opportunities combined with a desire to put their education and imagination to
greater use induce many to migrate to already overcrowded cities.

Small farmers need to overcome effects of isolation
Many small farmers live in isolated conditions poverty is often a measure of how far someone lives
from major roads and urban centers and find it difficult to connect with markets or stay abreast of
fluctuations in supply and demand. Time and transportation costs are often high in relation to the
amount of produce to be bought or sold, making production for home consumption a rational choice
even if there are significant cost/price differences in favor of the market. Lack of timely information
about market variations can be costly.
In Arequipa, in southern Peru, farmers who were unaware of the low price of onions recently
planted the crop only to later plow it under because it was not economically worthwhile to harvest
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the onions. On the positive side, campesinos in Guatemala, El Salvador, and elsewhere have begun
using Web sites to sell handicrafts.
"The smaller producers are, the more essential it is for them to organize," says Dirven. Once
campesinos start cooperating, they can gather enough produce to make it sufficiently attractive
to prospective buyers. Furthermore, campesinos organized collectively can achieve increased
negotiating power, economies of scale, and lower transaction costs. Small farmers, however, are
often as isolated from one another as they are from potential markets. Lack of paved roads, public
transportation, electricity, and telephones severely limit their access to a wider world.
A 1996 Fondo de Inversion en Telecomunicaciones (FITEL) survey of 240 rural settlements in Peru
showed that only 13% had direct access to a paved road. It takes more than an hour to get to the
district capital for 20% of the population who live in larger settlements (1,001-3,000 people) and 45%
of those who live in mid-size and smaller settlements.
Victor Lainez, project director for Caritas of Peru, the Catholic Church's aid office, said most projects
on behalf of campesinos fail because they do not adequately address all the factors from production
to sales and marketing. Caritas has provided assistance and development programs to small farmers
for 45 years, says Lainez, the situation of the poor has continued to deteriorate. "We have increased
productivity," he said, "but that only increases the supply, which brings the prices down, and the
campesino ends up the same or worse than before."
Lainez and many others concerned with overcoming rural poverty also blame globalization. Lainez
complains that subsidized agricultural products from Europe, the US, and China undersell Peruvian
farmers who receive no government support. "Globalization has been a negative factor," he said.

-- End --
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